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[bookmark: _Toc120634365]Introduction
Marriott International, Inc. offers a wide variety of services, not only hotels and restaurants. It operates luxury hotels, flats, and timeshares under a wide range of prestigious names, some of which are available for franchise or licensing. The hotel group has been operating since 1927 and has over 7,000 properties under administration in more than 130 countries (Marriott International, 2022). The report will look into the company’s financial ratios and interpret them with analysis. The report will also cover the importance and limitations of ratio analysis in decision making purpose. 



[bookmark: _Toc120634366]Analysing Marriott International’s Financial Ratios
Ratios allow for quantitative analysis of financial records like the balance sheet and income statement, providing insight into a firm ’s liquidity, operating efficiency, and performance. There is value in calculating and tracking a number of different financial ratios throughout time in order to keep an eye on possible changes in a company's financial health. In here, financial ratios of Marriot International of 2020 and 2021 will be interpreted to see the company’s current financial performance and trend of company’s financial health. 
[bookmark: _Toc120634367]Profitability Ratios 
If the present value of a profitability ratio is higher than the value of the same ratio for a competitor or the value of the same ratio from a similar time period, then the ratio is healthy. Profitability metrics should be evaluated in the context of comparisons to other companies, to the company's historical performance, or to industry averages(Tracy, 2019). In 2021 the Marriot had a Gross Margin of 20.21 which was 13.80 in 2020. This means that the company has successfully boosted its gross profit from 2020 to 2021. The situation is similar in Operating margin also as it jumped from 0.79 to 12.69 during this time period. The company’s net-profit margin was negative 2.53 in 2020 but fortunately it become 7.93 in 2021. There is also a positive shift in ROE ratio from 2020 when it was negative 62.09 but in 2021 the ROE ratio of Marriot come to 77.72. Lastly the ROI ratio noticeable improved in 2021 as it become 10.22 from negative 2.77 in 2020. Therefore, every profitability ratio of Marriot group is significantly batter in 2021 compared to 2020. 

Figure 1:Profitability Ratios of Marriot. Source: Self-created.

[bookmark: _Toc120634368]Liquidity Ratios 
One of the many helpful financial indicators is referred to as "liquidity ratios," and it reveals whether or not a debtor can satisfy its current debt obligations without resorting to extra funding. There are many more useful financial measures. The term "liquidity" refers to an organization's ability to convert assets into cash in a quick and cost-effective manner (Gibson, 2018). When put to use in the capacity as a comparison instrument, liquidity ratios excel. This study might be approached from either an internal or an external point of view. In 2020, the current ratio of Marriot International was 0.49, and it increased to 0.57 the following year. Even if there is not a significant shift, the ratio has improved, which is a good indicator for the firm since it indicates that the company has acquired greater capacity in meeting the demands of creditors. Another liquidity ratio, Days Sales in Receivable, also improved, going from 61.04 in 2020 to 52.20 in 2021. This change represents a significant decrease. As a consequence of this, the organization will need a lower number of days on average in 2021 to collect cash from its receivables than it did in 2020.


Figure 2:Liquidity Ratios of Marriot. Source: Self-created.

[bookmark: _Toc120634369]Efficiency Ratios 
When attempting to assess how well a corporation distributes its resources, it is common practice to compute the organization's efficiency ratio. The turnover of accounts receivable, the reduction of accounts payable, the growth and distribution of equity, as well as the use of inventories and equipment may all be evaluated with the help of an efficiency ratio. Analysts use efficiency ratios, which are often referred to as activity ratios, in order to evaluate the state of an organization's operations at the present time (Fridson & Alvarez, 2022). All of these ratios assess how well a company is performing by contrasting the amount of cash on hand to the total amount of debt that the company has. In 2020, the asset turnover ratio for the Marriott corporation was 0.43, but in 2021 it increased to 0.54. As a result, the corporation has strengthened its ability to generate income from the whole of its assets. In addition, the turnover of receivables has improved, reaching a new high of 6.99 in 2021, up from 5.98 the year before. Because of this, Marriott is now better able to convert its accounts receivable into cash.


Figure 3: Efficiency Ratios of Marriot. Source: Self-created.

[bookmark: _Toc120634370]Solvency Ratios
The solvency ratio is often used by investors and prospective lenders to determine whether or not a firm can repay its long-term debt. The solvency ratio may be used as part of a comprehensive analysis of a company's financial health to determine whether or not its cash flow is sufficient to meet its long-term commitments. When the ratio is unfavourable, there is a greater risk of debt default by the company. Solvency ratios are a way for bond buyers and possible lenders to assess a company's financial stability (Graham, 2016). Marriot’s Debt-to-capital ratio is 0.87 in 2021 whereas it was 0.96 in 2020 which means that in 2020 Marriot had more debt finance for its total capital compared to 2021 but the company is still majorly debt financed. In Debt-to-equity ratio Marriot had 7.17 in 2021 but it was 24.13 in 2020. This reflects that the company had 24.13 times more debt compared to equity in 2020 but the ratio reduced to 7.17 times in 2021. 

Figure 4: Solvency Ratios of Marriot. Source: Self-created.


[bookmark: _Toc120634371]Limitations of Ratios in Hotel Management 
Several restrictions apply to ratio analysis, as they would to any method of financial analysis. Understanding these limitations is critical for avoiding false conclusions. Some most relevant limitations are,
Historical Information: The historical performance information that is readily accessible to the public was the source of the data that was used in the study. Having said that, metrics that are produced through ratio analyses are not necessarily predictive of a 's future moving ahead in the market (Asquith & Weiss, 2019).
Accounting policies: Any changes made to the company's accounting rules and processes have the potential to have a significant impact on the manner in which financial data is presented (Santoso & Supatmi, 2021). When this occurs, it is impossible to compare the financial outcomes recorded before and after the modification because the fundamental financial indicators that are used in ratio analysis have been altered. This makes it impossible to compare the outcomes of the financial situation before and after the modification.
Inflationary effects: There are pauses in time between reports as a result of the fact that financial statements are just publicly disclosed at certain times. The fact that real prices may have changed over the interval due to inflation will not be reflected in the financial records due to the fact that this fact will not be represented. It is not feasible to establish comparisons between data from different historical periods that have any meaningful significance unless inflation is taken into account.
Operational changes: The operational structure of a corporation may undergo significant shifts in response to changes in the company's strategy for supply chains or the product it sells. When comparing financial indicators before and after a major shift in operations, it may be misleading to extrapolate information about the company's success and future prospects from the differences (Vernimmen et al., 2022). Hotels can also change its service packages and options which can have impact on financial ratios.
Seasonality effects: Analysts need to understand the potential limitations of ratio analysis owing to seasonal factors. Lack of consideration for seasonality effects in accounting ratios might lead to misinterpretation of the study's conclusions. Hotels normally do batter in summer time in Europe than in the winter. 
Therefore, before concluding any decision financial analyst must consider the limitations that affect ratio analysis even in the hotel management. 
[bookmark: _Toc120634372]Understanding The Ratios for Decision Making 
For every business, the accounting files represent a vast database. Ratios may be a helpful way to summarize a company's financial health. Users may choose to avoid the extensive financial information if they so want. They may calculate the ratios, analyse the information, and take appropriate action. They need to provide a plethora of information on the efficiency and financial stability of the business. There are occasions when upper management just doesn't have the time or capacity to examine every single item of accounting data before making crucial decisions. Nonetheless, ratio analyses may help summarize this avalanche of data into something more manageable.
Ratio analysis may be used to acquire a thorough comprehension of vital indicators and the company's health. This data might be used for analysis and improvement of future forecasts by management, as well as for determining the reasons for any discrepancies between actuals and estimates (Alexander, 2018). Therefore, they aid in the control role by giving management an open look at the gap between expected and actual financial outcomes. It also helps management make more realistic budget and forecasting estimates.
Key performance indicators may be used to get insight into the threats an organization confronts and the measures it has taken to mitigate those threats. For a more thorough understanding of the risks associated with taking on external debt, businesses can consider calculating leverage ratios such as financial leverage and operational leverage. How much of the company's assets have been financed by debt and how long it can stay in business with the current level of operating income are both reflected in the solvency ratios (Drake & Fabozzi, 2018). Certain ratios may be used to assess the company's ability to service its debts, including interest and principal. It's exciting to think that this may be a way whereby credit default risk is introduced. You should be aware that the debt-equity ratio, debt-asset ratio, and the interest coverage ratio are all measures we employ to assess your financial well-being and credit risk.
As top hotel chain in the world Marriot also requires to assess its financial ratios so that its management can take correct and effective decisions at the correct time by considering a comprehensive information about the company. 
[bookmark: _Toc120634373]
Conclusion 
Marriot is market dominating hotel chain which is constantly growing over the year by mergers and acquisition of other hotel groups. Its most of the financial ratios are promising in 2021 compared to the previous year. It has high profitability, healthy liquidity ratio, solid efficiency. Though its solvency ratio improved in 2021 but the company is still highly dependent on debt financing. Before taking any major decisions the company’s management and analysts should consider the limitations of ratio analysis but they should not ignore the results of ratio analysis. 
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Solvency Ratios

Debt/Capital Ratio	2021	2020	0.87	0.96	Debt/Equity ratio	2021	2020	7.17	24.13	



Profitability Ratios of Marriot 

Gross Margin 	2021	2020	20.21	13.8	Operating Margin	2021	2020	12.69	0.79	Net Margin 	2021	2020	7.93	-2.5299999999999998	ROE	2021	2020	77.72	-62.09	ROI	2021	2020	10.220000000000001	2.77	



Liquidity Ratios of Marriot

Current Ratio	2021	2020	0.56999999999999995	0.49	Days Sales in Receivables 	2021	2020	52.2	61.04	



Efficiency Ratios of Marriot 

Asset Turnover	2021	2020	0.54	0.43	Receivable Turnover	2021	2020	6.99	5.98	



